SECURED PROMISSORY NOTE

$100,000.00 U.S. Salt Lake City, Utah
March 14, 2011

FOR VALUE RECEIVED, FONIX SPEECH, INC., a Delaware corporation (“Maker”), having an
office at 387 South 520 West, Suite 110, Lindon, Utah 84042, promises to pay to the order of
SOUTHRIDGE , a Delaware limited liability company, or its successors or assigns (“Holder”™). in the
manner provided in Section 2 below, 90 Grove Street, Ridgefield, Connecticut 06877, or such other
address as Holder may designate, ONE HUNDRED THOUSAND U.S. Dollars ($100,000.00 U.S.),
together with interest on the unpaid principal balance as provided in this Secured Promissory Note (this
“Note™), commencing on the date hereof and continuing until the Maturity Date (as defined below), and
together with any and all other sums due and owing under this Note. Interest shall accrue on the unpaid
principal balance at the rate of eight percent (8%) per annum and shall be calculated on the basis of a 360-
day year and the actual number of days elapsed in any partial calendar month. The obligations of Maker
under this Note are secured as set forth in that certain Security Agreement and Collateral Assignment of
even date herewith executed by Maker in favor of Holder (the “Security Agreement™) and the rights of
Holder under the Intercreditor Agreement of even date herewith executed by Holder, Durham Jones &
Pinegar, a Utah professional corporation, and Roger D, Dudley, Trustee (the “Intercreditor Amendment™).

L All principal, interest and other fees and expenses due to Holder under this Note shall
be due and payable on December 31, 2011 (the “Maturity Date™).

(In the event the due date is not a Business Day, the due date shall be the first Business Day thereafter.
For the purposes of this Note, a “Business Day” is a day other than a Saturday, Sunday or legal holiday
on which banks in the state of New York are authorized or obligated, by law, governmental decree or
executive order, to be closed.)

2. Maker shall have the right, from time to time and at any time, to prepay all or any part of
this Note; provided, that at the time of prepayment, Maker shall pay Holder an amount equal 1.5 times the
amount of the principal repaid. Maker agrees that any prepayment (including the premium described in
the preceding sentence) shall be made to Holder in the form of cash or other immediately available funds
prior to 3:00 p.m. Eastern Time to facilitate investment of such prepayment funds for account of Holder.

3. All payments received by Holder under this Note shall be applied by Holder in the
following order of priority:
a. First, to the payment of all costs of enforcement incurred by Holder under this
Mote, if any;
b. Second, to the payment of all advances for costs and expenses, as provided in

Section 5, and all other expenses incurred by Holder under this Note, if any, and to the payment of all
other sums due to Holder under this Note, if any, exclusive of the sums otherwise described in this
Section above or below;

c. Third, to the payment of all accrued and unpaid interest due, if any, to Holder
under this Note;

d. Fourth, to the payment of all outstanding principal due and payable to Holder
under this Note.
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4. If any of the conditions or events (“Events of Default™) set forth below shall occur, time
being the essence hereof, then, after fifteen (15) days written notice to Maker, at Holder’s option Holder
may accelerate the indebtedness and declare the entire principal of the Note then remaining unpaid plus
all accrued interest to be due and payable immediately. Upon acceleration of the indebtedness by reason
of an Event of Default, payment hereof may be enforced and recovered in whole or in part at any time by
one or more of the remedies provided to Holder in this Note, or as may otherwise be available to Holder
at law, in equity or otherwise.

Each of the following shall be an Event of Default:

a. Any payment required by this Note, the Security Agreement or the Intercreditor
Amendment is not made when due;

b. Maker defaults in the performance of or compliance with any other term or
covenant contained in this Note, the Security Agreement or the Intercreditor Amendment;

c. Maker makes a general assignment for the benefit of creditors or shall admit in
writing its inability to pay its debts as they become due, or shall file a voluntary petition in bankruptcy, or
shall be adjudicated a bankrupt or insolvent, or shall file any petition or answer seeking for itself any
reorganization, arrangement, composition, readjustment, liquidation, dissolution, or similar relief under
any present or future statute, law or regulation, or shall file any answer admitting or not contesting the
material allegations of a petition filed against Maker in any such proceeding, or shall seek or consent to or
acquiesce in the appointment of any trustee, receiver or liquidator of Maker or of all or any substantial
part of the properties of Maker. or if Maker or its officers, trustees, managers or majority members shall
take any action to commence the dissolution or liquidation of Maker; or

d. Within 60 days after the service of process on Maker following commencement
of an action against Maker secking any reorganization, arrangement, composition, readjustment,
liquidation, dissolution or similar relief under any present or future statute, law or regulation, such action
shall not have been dismissed or if, alternatively, all orders or proceedings thereunder affecting the
operations or the business of Maker have not been stayed, or if the stay of any such order or proceeding
shall thereatter be set aside, or if, within 60 days after the appointment without the consent or
acquiescence of Maker of any trustee, receiver or liquidator of Maker or of all or any substantial part of
the properties of Maker. such appointment shall not have been vacated.

Any forbearance, failure or delay by Holder to exercise such option shall not be deemed to be a waiver of
such right or remedy. nor shall any single or partial exercise of any right or remedy preclude the further
exercise of such right or remedy. Moreover, no extension of time for payment of this Note or any
installment hereof, and no alteration, amendment or waiver of any provision of this Note made by
agreement between Holder and any other person or party shall release, modify, amend, waive, extend,
change, discharge, terminate or affect the liability of Maker, and any other who may become liable for the
payment of all or any part of the obligations under this Note.

5. If any payment under this Note is not made at the time and in the manner required
(whether before or after maturity), the undersigned agrees to pay on demand any and all reasonable costs
and expenses (regardless of the particular nature thereof and whether incurred before or after the initiation
of suit or before or after judgment) which may be incurred by the Holder hereof in connection with the
enforcement or collection of this Note, including, but not limited to, all losses, costs and expenses in
connection with the exercise. enforcement, protection and preservation of Holder's rights or remedies
under this Note or in connection with legal advice relating to the rights or responsibilities of Holder
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(including court costs, attorneys’ fees and disbursements, costs and expenses of collection and the fees
and expenses of accountants).

f. The undersigned, and any sureties, guarantors, and endorsers hereof severally waive
presentment for payment, demand, protest, notice of protest, notice of dishonor or nonpayment, notice of
intent to accelerate the indebtedness hereof or notice of such acceleration, and consent to any and all
extensions of time, renewals, waivers, or modifications that may be granted by the Holder hereof with
respect to the payment or other provisions of this Note. To the extent permitted by applicable law, Maker
hereby waives the right 1o assert a setoff, counterclaim or deduction in any action or proceeding in which
Holder is a participant, or arising out of or in any way connected with this Note. To the extent permitted
by applicable law, Holder’s rights hereunder shall continue even to the extent that a suit for collection of
the Note, or part thereof, is barred by a statute of limitations.

7. Notwithstanding any other provision contained in this Note or in any instrument given to
evidence or secure the obligations evidenced hereby: (i) the rates of interest and charges provided for
herein and therein shall in no event exceed the rates and charges which result in interest being charged at
a rate equaling the maximum allowed by law; and (ii) if, for any reason whatsoever, the Holder hereof
ever receives as interest in connection with the transaction of which this Note is a part an amount which
would result in interest being charged at a rate exceeding the maximum allowed by law, such amount or
portion thereof as would otherwise be excessive interest shall automatically be applied toward reduction
of the unpaid principal balance then outstanding hereunder and not toward payment of interest.

LB This Note is shall be governed by and construed in accordance with the laws of the State
of New York without reference to its choice of law rules.

9, Maker irrevocably consents to the exclusive jurisdiction of the courts of Utah, or the
United States District Court in the State of Utah in any and all actions and proceedings arising
hereunder, and irrevocably agrees to service of process by certified mail, return receipt requested, to the
address of Makers set forth above.

10. Any provision of this Note may be amended, waived, or modified, but only upon the
written consent of Maker and Holder. The unenforceability or invalidity of any provision of this Note
shall not affect the enforceability or validity of any other provision of this Note. The terms of this Note
shall bind the undersigned and inure to the benefit of Holder and its respective heirs, successors, assigns
and legal representatives. Holder may assign all or part of its interest under this Note to any transferee.

11. No right or remedy herein conferred upon or reserved to Holder is intended to be
exclusive of any other right or remedy and each and every such right and remedy shall be cumulative
and shall be in addition to every other right or remedy given hereunder or now or hereafter existing at
law or in equity. No delay or omission of Holder in exercising any right or remedy accruing hereunder
shall impair any such right or remedy or be construed as a waiver or release thereof.

IN WITNESS WHEREOF, the undersigned has executed this Note on or as of the day and year
first above written,

[Remainder of page left intentionally blank. Signature page follows.]
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MAKER:

FONIX SPEECH, INC.,
a Delaware corporation

By:

ﬁf\m RV_JM_

Roger D. Budley, President }



SECURITY AGREEMENT AND COLLATERAL ASSIGNMENT

THIS SECURITY AGREEMENT AND COLLATERAL ASSIGNMENT (this
“Agreement”) dated as of March 14, 2011, is by and between FONIX SPEECH, INC.. a
Delaware corporation with its principal place of business at 387 South 520 West, Suite 110,
Lindon, Utah 84042 (the “Debtor” or “Fonix"), and SOUTHRIDGE CAPITAL
MANAGEMENT, LLC, a Delaware limited liability company with its principal place of
business at 90 Grove Street, Ridgefield, Connecticut 06877 (“Secured Party” or “Murdock™).

RECITALS

A. Debtor has executed and delivered to Secured Party that certain Promissory Note
in the original principal amount of $100,000 dated of even date herewith (the “Note™).

B. Pursuant to the Note, Debtor agreed to grant to Secured Party certain security
interests and rights in the Collateral, as defined below.

Debtor desires and is willing to grant to Secured Party security interests and rights
in the Collateral in accordance with the terms of this Agreement.

NOW, THEREFORE., the parties hereto, intending to be legally bound hereby. agree as
follows:

SECTION 1 - SECURITY INTEREST

1.1 Description: As security for the payment of all obligations and undertakings of
every kind or nature whatsoever of Fonix to Secured Party, whether now existing or hereafter
incurred, matured or unmatured, direct or indirect, primary or secondary, related or unrelated or
due or to become due, arising under the Note, and any modifications. substitutions and
amendments thereof, and substitutions therefor; the payment of all amounts advanced by Secured
Party to preserve, protect, defend, and enforee its rights hereunder and in the following property
in accordance with the terms of this Agreement: and the payment of all expenses incurred by
Secured Party in connection therewith (collectively the "Obligations"), Debtor hereby assigns
and grants to Secured Party a lien on and security interest in, upon and to the following property
(the "Collateral"):

(a) Accounts, Contract Rights, Ete. - All of Debtor’s now owned and hereafier
acquired, created, or arising accounts, accounts receivable, notes receivable. contract ri ghts,
chattel paper, documents (including documents of title), instruments, letters of credit and goods;

(b) Inventory - All of Debtor’s now owned or hereafter acquired inventory of
every nature and kind, wherever located;



(c) General Intangibles - All of Debtor’s now owned and hereafter acquired,
created or arising general intangibles of every kind and deseription, including, but not limited, to
all existing and future rights to commissions. customer lists, choses in action. claims. books.
records, blueprints, drawings, designs and plans, trade secrets, contracts, contract rights, license
agreements, formulae, tax and any other types of refunds. returned and unearned insurance
premiums, rights and claims under insurance policies including without limitation, credit
insurance and key man life insurance policies, and computer information, software, records and
data;

(d) Intellectual Property - All of Debtor’s right, title. and interest in and to the

following:

® All copyright rights, copyright applications, copyright registrations
and like protections in each work or authorship and derivative work thereof, whether published
or unpublished and whether or not the same also constitutes a trade secret, now or hereafter
existing, created, acquired or held (“Copyrights™):

(i) Any trademark and servicemark rights, whether registered or not.
applications to register and registrations of the same and like protections, and the entire goodwill
of the business of Borrower connected with and symbolized by such trademarks (“Trademarks™):

(w)  All patents, patent applications and like protections including
without limitation improvements, divisions, continuations, renewals, reissues. extensions and
continuations-in-part of the same (“Patents™):

(iv)  Any and all trade secrets, and any and all intellectual property
rights in computer software and computer software products now or hereafter existing, created,
acquired or held;

() Any and all design rights which may be available to Debtor now or
hereafter existing, created, acquired or held:

(vi)  Any and all claims for damages by way of past, present and future
infringement of any of the rights included above, with the right, but not the obligation. to sue for
and collect such damages for said use or infringement of the intellectual property rights
identified above;

(v)  All licenses or other rights to use any of the Copyrights, Patents or
Trademarks, and all license fees and royalties arising from such use to the extent permitted by
such license or rights;

(vi)  All amendments, renewals and extensions of any of the
Copyrights, Trademarks or Patents; and

(x)  All proceeds and products of the foregoing, including without
limitation all payments under insurance or any indemnity or warranty payable in respect of any
of the foregoing;



(e) Equipment - All of Debtor’s now owned and hereatter acquired equip-
ment, including, without limitation, machinery, vehicles, furniture and fixtures, wherever
located. and all replacements, parts, accessories, substitutions and additions thereto:

(f) Deposit Accounts - All of Debtor’s now existing and hereafter acquired or
arising deposit accounts of every nature, wherever located, and all documents and records
associated therewith;

() Property in Secured Party’s Possession - All property of Debtor, now or
hereafter in Secured Party’s possession;

(k) Investment Property - All of Debtor’s now owned or hereafter acquired
investment property whether registered or unregistered:

(1) Goods - All of Debtor’s now owned or hereafter acquired goods;

(M Letter of Credit Rights - All of Debtor’s now owned or hereafier, letter of
credit rights;

(k) Commercial Tort Claims - All of Debtor's commercial tort claims against

any party arising prior to, on or after the date hereof: and

1)) Proceeds - The proceeds (including, without limitation, insurance
proceeds), whether cash or non-cash, of all of the foregoing.

All terms defined in the Uniform Commercial Code as in effect in the State of
Mew York from time to time (the "UCC") and used herein shall have the same definitions as
specified in the UCC. However, if a term is defined in Article 9 of the UCC differently than in
another Article of the UCC, the term has the meaning specified in Article 9.

1.2 Lien Documents: As Secured Party deems necessary, Debtor shall execute and
deliver to Secured Party, or have executed and delivered (all in form and substance satisfactory
to Secured Party), any agreements, documents, instruments and writings, required to evidence,
perfect or protect Secured Party’s lien and security interest in the Collateral required hereunder
or as Secured Party may request from time to time.

1.3 Other Actions:

(a) Secured Party is hereby authorized to file financing statements and
amendments to financing statements without Debtor’s signature in accordance with the UCC.
Debtor hereby authorizes Secured Party to file all financing statements and amendments to
financing statements describing the Collateral in any filing office as Secured Party, in its sole
discretion may determine, including financing statements listing "All Assets" in the collateral
description therein. Debtor agrees to comply with the requirements of all state and federal laws
and requests of Secured Party in order for Secured Party to have and maintain a valid and
perfected first security interest in the Collateral including, without limitation, executing such
documents as Secured Party may require to obtain control (as defined in the UCC) over all
deposit accounts, letter of credit rights and investment property.
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3] In addition to the foregoing, Debtor shall do anything further that may be
reasonably required by Secured Party to secure Secured Party and effectuate the intentions and
objects of this Agreement, including, without limitation. the execution and delivery of security
agreements, contracts and any other documents required hereunder. At Secured Party's request,
Debtor shall also immediately deliver (with execution by Debtor of all necessary documents or
forms to reflect, implement or enforce the security interest of Secured Party described herein) to
Secured Party all items of which Secured Party must receive possession to obtain a perfected
security interest, including without limitation. all notes, stock powers, letters of credit,
certificates and documents of title, chattel paper, warehouse receipts, instruments, and any other
similar instruments constituting Collateral.

1.4 Filing Security Agreement: A photographic or other reproduction or other copy
of this Agreement or of a financing statement is sufficient as and may be filed in lieu of a
financing statement.

1.5 Landlord/Warehouseman Waiver: Debtor will use its best efforts to cause each
owner of any premises occupied by Debtor or to be occupied by Debtor and each warehouseman
of any warehouse, where, in either event, Collateral is held, to execute and deliver to Secured
Party an instrument, in form and substance satisfactory to Secured Party, under which such
owner(s) or warchouseman subordinates its/his/their interests in and waives its’/his/their right to
distrain on or foreclose against the Collateral and agrees to allow Secured Party to remain on
such premises to dispose of or deal with any Collateral located thereon.

1.6 Power of Attorney: Each of the officers of Secured Party or its representative is
hereby irrevocably made, constituted and appointed the true and lawful attorney for Debtor
(without requiring it to act as such) with full power of substitution to do the following: (a) if
Debtor refuses or is unable for more than three (3) business days after being requested to do so,
execute, in the name of Debtor, schedules, assignments, instruments, documents and statements
that Debtor is obligated to give Secured Party hereunder or that are necessary to perfect (or
continue to evidence the perfection of such security interest); (b) during the continuance of an
Event of Default, endorse the name of Debtor upon any and all checks, drafts, money orders and
other instruments for the payment of monies that are payable to Debtor and constitute collections
on Debtor’s accounts or other Collateral; and (¢) during the continuance of any Event of Default,
do such other and further acts and deeds in the name of Debtor that Secured Party, consistent
with the requirements of the UCC, may reasonably deem necessary or desirable to enforce any
Account or other Collateral or perfect Secured Party’s security interest in the Collateral.

SECTION 2 - REPRESENTATIONS AND WARRANTIES
2.1 Debtor represents and warrants to Secured Party that:

(a) Organization - Debtor (i) is duly organized and validly existing under the
laws of its state of formation, (ii) has the power and authority to operate its business and to own
its property and (iii) is duly qualified, is validly existing and in good standing and has lawful
power and authority to engage in the business it conducts in each state where the nature and
extent of its business requires qualification, except where any such failure would not have a
material adverse effect on the business, operations or financial condition of Debtor.
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(b) Non-Contravention - The making and performance of this Agreement and
other agreements executed in connection herewith will not (immediately, with the passage of
time or with the giving of notice or both):

(i) violate the certificate of organization or bylaws of Debtor, or

(1) result in the creation or imposition of any security interest in, or
lien or encumbrance upon, any of the assets of Debtor. except such as are in favor of Secured
Party.

(c) Power and Authority - Debtor has the power and authority to enter into
and perform this Agreement and to incur the obligations herein and therein provided for. and has
taken all proper and necessary action to authorize the execution. delivery and performance of this
Agreement.

(d) Enforceable - This Agreement is valid. binding and enforceable against
Debtor in accordance with its terms.

() Consents and Approvals - All necessary consents, approvals or authoriza-
tions of, or filing, registration or qualification with, any Person, required to be obtained by
Debtor in connection with the execution and delivery of this Agreement or the undertaking or
performance of any obligation hereunder has been obtained.

(f) Perfection - This Agreement is effective to create in favor of Secured
Party legal, valid and enforceable security interest in all right, title and interest of Debtor in the
Collateral, and when financing statements and mortgages have been filed in the appropriate
offices, Secured Party will have a perfected security interest in the C ollateral, superior in right to
any and all other liens, security interest or other encumbrances existing or future, other than the
security interest in favor of Secured Party and Permitted Liens (as defined below).

() Commercial Tort Claims - Debtor is not a party to any commercial tort
claims.
SECTION 3 - COVENANTS
3.1 Debtor covenants that:
(a) Payment of Taxes and Claims - Debtor shall pay. before they become
delinquent,
(1) all taxes, assessments and governmental charges or levies imposed

upon it or upon Debtor’s property after the date hereof. and

(i1) all claims or demands of materialmen. mechanics, carriers,
warehousemen, landlords and other Persons entitled o the benefit of statutory or common law
liens or other encumbrances, which, if unpaid, would result in the imposition of a lien or other
encumbrance upon its property; provided, however. that Debtor shall not be required to pay any
such tax, assessment, charge, levy, claim or demand if the amount, applicability or validity
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thereof shall at the time be contested in good faith and by appropriate proceedings by Debtor,
and if Debtor shall have set aside on its books adequate reserves in respect thereof, if so required
in accordance with GAAP; which deferment of payment is permissible so long as no lien or other
encumbrance has been entered and Debtor’s title to, and its right to use, its property are not
materially adversely affected thereby.

{b) Property - Debtor shall maintain its property in its current condition
(normal wear and tear excepted) and make all necessary renewals, replacements, additions,
betterments and improvements thereto and will pay and discharge when due the cost of repairs
and maintenance to its property, and will pay all rentals when due for all real estate leased by
Debtor.

(c) Existence and Rights - Debtor shall do (or cause to be done) all things
necessary to preserve and keep in full force and effect its existence, good standing, rights and
franchises. Debtor shall maintain any and all licenses, permits, franchises or other governmental
authorizations necessary to the ownership of its property or to the conduct of its businesses.

(d) Issue Taxes - Debtor shall pay all taxes (other than taxes based upon or
measured by any Secured Party’s income or revenues or any personal property tax), if any, in
connection with the recording of any lien documents. The obligations of Debtor hereunder shall
survive the termination of this Agreement.

(e) Liens and Encumbrances - Debtor shall not: (i) execute a negative pledge
agrecment with any Person covering any of its property. or (ii) cause or permit or agree or
consent to cause or permit in the future (upon the happening of a contingency or otherwise), its
property (including, without limitation. the Collateral), whether now owned or hereafter
acquired, to be subject to a lien, security interest or other claim or encumbrance except for
Permitted Liens. As used herein, "Permitted Liens" means: (x) liens securing taxes, assessments
or governmental charges or levies or the claims or demands of materialmen, mechanics. carriers.
warehousemen, landlords, and other like persons, provided the payment thereof is not at the time
required by Section 3.1(a); (y) liens incurred or deposits made in the ordinary course of business
in connection with workers” compensation, unemployment insurance, social security and other
like laws; and (z) those liens, security interests or other encumbrances existing as of the date
hereof.

(f) Commercial Tort Claims: Debtor shall provide written notice to Secured
Party of any commercial tort claim to which Debtor is or becomes a party or which otherwise
inures to the benefit of Debtor. Such notice shall contain a sufficient description of the
commercial tort claim including the parties, the court in which the claim was commenced (i
applicable), the docket number assigned to the case (if applicable) and an explanation of the
events giving rise to such claim. If requested by Secured Party, Debtor shall grant Secured Party
a security interest in such commercial tort claim in which Debtor is plaintiff or cross-claimant as
additional Collateral. Debtor shall execute and deliver such instruments, documents and
agreements as Secured Party may require in order to obtain and perfect such security interest
including, without limitation, a security agreement or amendment to any existing security
agreement all in form and substance satisfactory to Secured Party. Debtor authorizes Secured




Party to file (without Debtor's signature), financing statements or amendments to existing
financing statements as Secured Party deems necessary to perfect the security interest.

SECTION 4 - DEFAULT

4.1 Events of Default: The occurrence of an Event of Default (as defined in the Note)
shall constitute an event of default ("Event of Default") hereunder and Secured Party shall
thereupon have the option to declare Debtor in default under this Agreement, and declare all
liabilities, indebtedness and obligations of Debtor to Secured Party under this Agreement and the
Note, whether matured or contingent. immediately due and payable including, but not limited to,
interest, principal, expenses, advances to protect Secured Party’s position and all of Secured
Party’s rights hereunder and thereunder, all without demand, notice, presentment or protest or
further action of any kind.

4.2 Rights and Remedies on Default: In addition to all other rights, options and
remedies granted to Secured Party under this Agreement (each of which is also then exercisable
by Secured Party), Secured Party may, upon the occurrence of an Event of Default, exercise any
other rights granted to it under the UCC and any other applicable law, including, without
limitation, the following rights and remedies:

(a) the right to take possession of, send notices, and collect directly the
Collateral, with or without judicial process (including, without limitation the right to notify the
United States postal authority to redirect all mail addressed to Debtor to an address designated by
Secured Party):

(b) by its own means or with judicial assistance, enter Debtor’s premises and
take possession of the Collateral, or render it unusable, or dispose of the Collateral on such
premises without any liability for rent, storage, utilities or other sums, and Debtor shall not resist
or interfere with such action; or

(c) require Debtor at Debtor’s expense to assemble all or any part of the
Collateral and make it available to Secured Party at any place designated by Secured Party.

Debtor hereby agrees that a notice received by it at least ten (10) days before the
time of any intended public sale or of the time after which any private sale or other disposition of
the Collateral is to be made, shall be deemed to be reasonable notice of such sale or other
disposition. If permitted by applicable law, any perishable inventory or Collateral which
threatens to speedily decline in value or which is sold on a recognized market may be sold
immediately by Secured Party without prior notice to Debtor. Debtor covenants and agrees not
to interfere with or impose any obstacle to Secured Party’s exercise of its rights and remedies
with respect to the Collateral, after the occurrence of an Event of Default hereunder.

To the extent that applicable law imposes duties on Secured Party to exercise
remedies in a commercially reasonable manner, Debtor acknowledges and agrees that it is not
commercially unreasonable for Secured Party (a) to fail to incur expenses reasonably deemed
significant by the Secured Party to prepare Collateral for disposition or otherwise to complete
raw material or work in process into finished goods or other finished products for disposition, (b)
to fail to obtain third party consents for access to Collateral to be disposed of, or to obtain or, if
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not required by other law, to fail to obtain governmental or third party consents for the collection
or disposition of Collateral to be collected or disposed of, (¢) to fail to exercise collection
remedies against account debtors or other persons obli gated on Collateral or to remove liens.
security interests or other encumbrances on or any adverse claims against Collateral, (d) to
exercise collection remedies against account debtors and other persons obligated on Collateral
directly or through the use of collection agencies and other collection specialists, () to advertise
dispositions of Collateral through publications or media of general circulation, whether or not the
Collateral is of a specialized nature, (f) to contact other persons, whether or not in the same
business as Debtor, for expressions of interest in acquiring all or any portion of the Collateral. (g)
to hire one or more professional auctioneers to assist in the disposition of Collateral, whether or
not the collateral is of a specialized nature, (h) to dispose of Collateral by utilizing Internet sites
that provide for the auction of assets of the types included in the Collateral or that have the
reasonable capability of doing so. or that match buyers and sellers of assets, (i) to dispose of
assets in wholesale rather than retail markets, (j) to disclaim disposition warranties, (k) to
purchase insurance or credit enhancements to insure Secured Party against risks of loss,
collection or disposition of Collateral or to provide to Secured Party a guaranteed return from the
collection or disposition of Collateral, or (1) to the extent deemed appropriate by Secured Party,
to obtain the services of other brokers, investment bankers, consultants and other professionals to
assist Secured Party in the collection or disposition of any of the Collateral. Debtor
acknowledges that the purpose of this paragraph is to provide non-exhaustive indications of what
actions or omissions by Secured Party would not be commerciall y unreasonable in Secured
Party’s exercise of remedies against the Collateral and that other actions or omissions by Secured
Party shall not be deemed commercially unreasonable solely on account of not being indicated in
this paragraph. Without limitation upon the fore going, nothing contained in this paragraph shall
be construed to grant any rights to Debtor or to impose any duties on Secured Party that would
not have been granted or imposed by this Agreement or by applicable law in the absence of this
paragraph.

4.3 Nature of Remedies: Secured Party shall have the right to proceed against all or
any portion of the Collateral in any order and may apply such Collateral to the liabilities and
obligations of Debtor to Secured Party in any order. All rights and remedies granted Secured
Party hereunder and under any agreement referred to herein, or otherwise available at law or in
equity, shall be deemed concurrent and cumulative, and not alternative remedies, and Secured
Party may proceed with any number of remedies at the same time until all existing and future
liabilities and obligations of Debtor to Secured Party, are satisfied in full. The exercise of any
one right or remedy shall not be deemed a waiver or release of any other right or remedy, and
Secured Party, upon the occurrence of an Event of Default, may proceed against Debtor, and/or
the Collateral, at any time, under any agreement, with any available remedy and in any order.

SECTION 5 - MISCELLANEOUS

5.1 Governing Law: This Agreement, and all related agreements and documents, and
all matters arising hereunder or related hereto, shall be governed by and construed in accordance
with the laws of the State of New York, without regard to its otherwise applicable principles of
conflicts of laws. The provisions of this Agreement and other agreements and documents
referred to herein are to be deemed severable, and the invalidity or unenforceability of any
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provision shall not affect or impair the remaining provisions which shall continue in full force
and eftfect.

52 Waiver;

(a) No omission or delay by Secured Party in exercising any right or power
under this Agreement or any other document will impair such right or power or be construed to
be a waiver of any default, or Event of Default or an acquiescence therein, and any single or
partial exercise of any such right or power will not preclude other or further exercise thereof or
the exercise of any other right, and no waiver of Secured Party’s rights hereunder will be valid
unless in writing and signed by Secured Party, and then only to the extent specified.

(b) Debtor releases Secured Party, its agents, administrators and executors, its
officers, employees and agents, of and from any claims for loss or damage resulting from acts or
conduct of any or all of them arising through the date hereof, unless caused solely by willful
misconduct or gross negligence.

5.3 Modification: No modification hereof or any agreement referred to herein shall be
binding or enforceable unless in writing and signed on behalf of the party against whom enforce-
ment is sought.

5.4 Signatories: Each individual signatory hereto represents and warrants that he is
duly authorized to execute this Agreement on behalf of his principal and that he executes the
Agreement in such capacity and not as a party.

5.5  Successors and Assigns: All provisions herein shall inure to, become binding
upon the successors, representatives, trustees, administrators, executors, heirs and assigns of the
parties hereto.

5.6  Consent to Jurisdiction: Debtor irrevocably consents to the jurisdiction of the
Courts of the State of Utah or the United States District Court for the District of Utah in any and
all actions and proceedings whether arising hereunder or under any other agreement or
undertaking and irrevocably agrees to service of process to the address of Debtor set forth herein
by certified mail, return receipt requested.

Bl No Marshalling. Secured Party shall not be required to marshal any present or
future collateral security (including but not limited to this Agreement and the Collateral) for, or
other assurances of payment of, the obligations (or any of them) secured hereunder or to resort to
such collateral security or other assurances of payment in any particular order, and all of its
rights hereunder and in respect of such collateral security and other assurances of payment shall
be cumulative and in addition to all other rights, however existing or arising. To the extent that it
lawfully may, Debtor hereby agrees that it will not invoke any law relating to the marshalling of
collateral which might cause delay in or impede the enforcement of Secured Party’s rights under
this Agreement or under any other instrument creating or evidencing any of the obligations
secured hereunder or under which any of such obligations is outstanding or by which any of such
obligations is secured or payment thereof is otherwise assured, and, to the extent that it lawfully
may, Debtor hereby irrevocably waives the benefits of all such laws.
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IN WITNESS WHEREOF, the undersigned parties have executed this Agreement the day
and year first above written.

FONIX SPEECH, INC.

N\

Roger D. Du-:i]i:y. President ]

Acknowledged and Accepted:

SOUTHRIDGE CAPITAL MANAGEMENT, LLC

By:
Name/Title:
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